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APPENDIX A 


C O W  10 .09 .10 .101/10 .09 .11 .101 


the r egu la t ion ,I .  When applying provisions of $§C and H of t h i s  t he  
non inves to r -ope ra t edfac i l i t ysha l l  be assumed t o  have thefol lowingforthe 
c a l c u l a t i o n  of $ C  of  t h i sr egu la t ion :  

which( 1 )  Debt equaltothe amount would remainoutstanding a tt h e  
midpoint of t hera t eyea ri fthe :  

( a )  Or ig ina l  amount mortgaged was equalto  85 percent of the 
appraisedvalueofthefaci l i ty  I t  thet imetheprovider ' sor ig ina lleasefor  
t h e  f a c i l i t y  was executed: 

( b )  Appraisedvaluedeterminedpursuantto g L  o f  t h i sr e g u l a t i o n  
f o r  any noninves tor -opera tedfac i l i tywi thanin i t ia lleaseexecutedbefore  
March 3 1 ,  1983 will be de f l a t ed  by 5 percentper year forthepurposeof 
de t e rmin ingtheappra i sedva luein§ I ( l ) ( a )o fth i sr egu la t ion :  and 

O r i g i n a l  mortgage was taken period( c )  for  a 20-year with 
amor t iza t ion  wi th  and t h eca lcu la ted  cons tan t  payments i n t e r e s t  rate a s  
de f inedin  gI(2) or  ( 3 )  of t h i s  r e g u l a t i o n .  

( 2 )  A mortgage i n t e r e s t  r a t e  for theyearequaltothelesser  o f :  

( a )  The moving average of theprevious 6 months �or theTreasury 
Bond Composite (grea te rthan  10 years) r a t e  ontheprovider ' sor ig ina llease  
date p lus  2 percentagepoin ts ,un lesstheor ig ina lf inanc ing  by the owner of 
t h ef a c i l i t y  was tax exempt i n  which case 7 0  percent  of theaverage of the 
previous 6 months for theTreasury Bond Composite ( g r e a t e r  t h a n  10 y e a r s )r a t e  
p lus  2 percentagepoints ;  0 1  

( b )  The moving average o f  theprevious 2 4  months for the  
than  10 y e a r s )  provider ' sTreasury Bond Composite (grea te r  r a t e  on the  


o r i g i n a ll e a s ed a t ep l u s  2 percentagepoin ts ,un lesstheor ig ina lf inanc ing  by 

the  owner o f  t h ef a c i l i t y  was f a x  exempt in which case 70 percent of the 

average of theprevious 2 4  months fortheTreasury Bond Composite ( g r e a t e r  

than 10 y e a r s )r a t e  p l u s  2 percentagepoints .  


( 3 )  A mortgage i n t e r e s tr a t e ,f o rt h e  f i r s t  5-yearperiodunderthe 
f i r s t  l ea se  of a newly c o n s t r u c t e df a c i l i t y ,e q u a lt ot h el e s s e r  o f :  
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( a )  The moving average oftheprevious 6 months fortheTreasury 
Bond Composite (grea te rthan  10 y e a r s )r a t e  on thep rov ide r ' so r ig ina ll ease  
d a t e  p l u s  3 . 5  pe rcen tagepo in t s  u n l e s s  t heo r ig ina lf inanc ing  by the  owner o f  
t h ef a c i l i t y  was t a x  exempt i n  which case  70 percent of theaverage of the 
previous 6 months fo rthet r easu ry  Bund Composite (grea te rthan  10 yea r s )  r a t e  
p l u s  3 . 5  percen tagepo in t s ;o r  

(b )  The moving average of theprevious 2 4  months t h e  
than  10 y e a r s )  p rov ide r ' sTreasury Bond Composite (g rea t e r  r a t e  on the  

o r i g i n a l  lease d a t ep l u s  3 . 5  percentagepoin ts ,un lesstheor ig ina lf inanc ing  
by the  owner of t h ef a c i l i t y  was t a x  exempt i n  whichcase 7 0  percent of the  
average of theprevious 2 4  months fo rthet r easu ry  Bond composite(greator 
than 10 y e a r s )  r a t e  p l u s  3 .S percentagepoints .  

( 4 )  A l easewi ththe  owner of t h ef a c i l i t y .  If theproviderhas a 
subleasewith a prev iousprovider ,  t h e  o r i g i n a l  lease d a t e  of theprevious 
providerwiththe owner of the f a c i l i t y  s h a l la p p l yt o  §1(1) - ( 3 )  of t h i s  

. r egu la t ion .  

(5 )  Propertyinsuranceandpropertytaxes which a r e  a p p l i c a b l e  t o  t h e  
p a t i e n t - r e l a t e d  f a c i l i t y  assets when properlydocumented,whetherpaid by the 
l e s s o r  o r  lessee. 

( 6 )  Interestexpenseand related debt  onanyleaseholdimprovements 
w i t h  a n  i n i t i a l  d e b t  i n  e x c e s s  of $50,000 when properlydocumented. 

Supersedes 

TN 91-12 
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COMAR 10.09.10.10L/10.09.11.~0L 

L. The net capital value rentalfor those facilities which are subject 
rate under §C of thisto determination regulation is determined ’ 

through the followingsteps: 
(1) The Departmentor its designee shall appraise the valueof the 

building and nonmovable equipment of each facility at least every 4 
years using a “segregated cost” approach to determining reconstruc
tioncostminusanyphysicaldeteriorationandfunctionalobsoles
cence as estimated through the “breakdown” method. Actual indexed 
construction costs in whole or in part which are 5 years old or less 
shall be usedto the extent available in preferenceto the application of 
the “segregatedcost”methodology. 

( 2 )  The Department or itsdesignee shall appraise the valueof the 
land of each facility atleast every 4 yearsusingamarketvalue 
approachconsideringitshighestvalueduseasanursinghome. 

(3) If the provider elects to protestan appraisal underSL(1) or (2) 
of this regulation written notification shall be filed with the Depart
ment within 90 days of receipt of the appraisal. Any protest which 
cannot be resolved administratively shall be turned over to the appeal 
boardfor review underthe provisions of Regulation .14D ofthis 
chapter. 

(4) The ellowableportion of thecombinedappraised value for 
land, building, and nonmovable equipment may not exceed a specified 

limit. This limit shall be established at $3_3,000 per licensed bed for 
march 1981, and shall be indexed forward as determined from S.J of 
thisregulation. 

( 5 )  Facilities owned by the State need not be appraised,but. shall 
have their capital values set at the limit established in §L(<) of this 
redat ion.  Under  the provisions of SF of this regulation facilities 
owned by theStateshallbeassumedtohave no debt. 

(6 )  T h e  allowance for movableequipmentshall be: 
(a)Establishedat $2,200 perlicensedbed for &larch 1951; 
(b) indexed forward as determined from §.J of this regulation

and 

(C) Added to the appraised value determined from §L(1), (21, 
(-i), 2nd ( 5 )  ofthisregulation. 

-	 * .,juimTN - /& Approval D a m Effect ive Date-

Supersedes 
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(7) The allowance for movable equipment will excludeall items which: 

(a) Are regularly replenished or stocked, consumed in their use or have a 
one-time use, or useful fora lifetime of less than2 years; or 

(b) Have an historicalor aggregate historical costof less than$500. 

(8) The amount of the allowable mortgage debt asof the midpointof the fiscal 
year shall besubtractedfromtheallowableappraisedvaluefrom SL(6) of this 
regulation in order to establish the value of the net capital. 

(9) The debt information to be usedin gL(8) of this regulation shallbe supplied 
to the Department or its designee by each facility in the formof a monthly amortization 
schedule within60 days ofthe establishment of the debt. 

(10)m e  value of the net capital fromSL(8) of this regulation shall be multiplied 
by 0.0787in order to generate the net capital value rental. 

Supersedes 

TN98-2 



administrative supplies 

central office overhead 

dues and subscriptions 

adjustments not related 


t o  specific administratiLC 

accounts 


management sen ices 

\onpropert\. insurance 

Business taxes and licenses 

Auto expenses 

Legal and accounting expenses 

travel el 

communications 

data Processing 


Consumer Price Index for A l l  urban consumer 
(C'PI-U 1. A l l  Items. Baltimore. tiom L'.S. 
Department of Labor. Bureau of  labor  
Statistics, C'PI Detailed report table I O 

Ratio of total benefits to total u ages for  
administrative and office personnel from pro\ providers 

deskreviewed annual cost reports. The proportional 
change in the ratio is converted to a proportional 
change in benefits by taking the sum of the 
proportional ratio change. the proportional salary 
index change. and the product of the t\\ o .  

CPI-U, Commodity and Service Group index for 
Nondurables Less Food and Beverages. Baltimore. 
from CPI Detailed Report, Table 16. 

CPI-U, Special Index for Sen ices Less Medical 
Care. Baltimore. tiom CPI Detailed Report. Table 
16. 



i2 2i/98 15:16 DHMH-MCP + 912158614288 

Cost Category 

Contracted services 
Other administrative 

expenses 

interest -
Working capital 
Auto loans 

Routine employee benefits 

routine supplies -
Dietary 
Laundry 
Housekeepink 

Linenreplacement 
otherroutineexpenses 
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Nursing Homes and Adult Daycare, 
from CPl Detailed Repon, Table 4. 

Prime me on shortterm business loans, 

earliest date available for the month, from 

economic indicators prepared far the Joint 

economic Committee by the Council ofEconomic 

Advisors. 


CPI-U, All Items, baltimore from CPI detailed 
Report, Table 16 

Ratio of totalbenefits to total wages for dietary, 
laundry, housekeeping, andmaintenancep e r s o n n e l  
from providers' desk-reviewedannual cost reports 
The propartianal change in the ratio is converted to a 
proportianal change inbenefits by taking the sum of 
the proport id  ratio change, the proportianal 
salary index change, and the product of the two. 

CPI-U, householdfurnishing and operation 
component Baltimore from CPI-U 
Detailed Report, Table 16 

TN 99-2 Approval Date Effective Date Lm 
supasales 

TN 93-2 



.. 

Cost Category 


Supplies - Operation and 
plant maintenance 

Repairs and maintenance 
Contracted services-

Operation and plant

maintenance 


Minor equipment

Adjustments not related 


to specific routine 

accounts 


Utilities 


Date Date
TN 9g-a Approval Effective 


Supersedes 


TN No. @ - / J  
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Associated Price Index 


CPI-U, maintenance and repairs component

from CPI Detailed Report, Table
4. 


CPI-U, fuels and other utilities component, 

Baltimore. from CPI Detailed Report, Table 

16. 


-
JUL 01mJ 



Salaries and \\ages 
, - \ I I  remaining other 
patlent cars 

Contracted sen services
. - \ I I  remaining other 
patlent care 

Employee benefits 

Supplies 

OTC Drugs 

Other 

Adjustments not related to 

specific accounts 

b \  food 

Associated Price index 

('PI-L. physicians sicians' sen ices component from 
CPI Detailed Report. Table 4. 

CPI-U. All Items. Baltimore. from CPI 
Detailed Report, Table 16. 

Ratio of total benefits to total wages for salaried 
Other Patient Care personnel from pro\ providers desk
reviewed annual cost reports. The proportional 
change in the ratio is convened to a proportional 
change in benefits by taking the sum ofthe 
proportional ratio change. the proportional salary 
index change. and the product ofthe trio. 

CPI-ti. nonprescription medical equipment and 
supplies component from CPI Detailed Report. 
Table 4. 

CPI-ti. food at home component. Baltimore. from 
CPI Detailed Report. Table 16. 
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. 2 2  Table of Indices- Capital Costs. 

Cost Category 


Real property tax 


Property insurance 


Land value 


Building value 

Appraisal ceiling 


Equipment Allowance 


Depreciation 

Leases 

Rentals 

Amortization of leasehold 

improvements 


Adjustments not related to 

specific accounts 


Associated Price Index 


CPI-U,owner'sequivalentrentcomponent 

from CPI Detailed Report, Table
4. 


CPI-U, household insurance component from 

CPI Detailed Report, Table
4. 


Marylandlandvaluestatisticsfromthe 

Bureau of Appraisal Review, Office of Real 

Estate,Highway
State Administration, 

Department of Transportation. 


Quarterly Index for Construction, Baltimore, 
from Marshall Valuation Service - mean of 
indices for reinforced concreate and masonry 
bearing walls. 

Quarterly Index for Hospital Equipment from 

Marshall Valuation Service. 


Not indexed. 


TN 94-2 Approval
Date Date JUL 0 1 893Effective 


Supersedes 


TN No. 




Date Effective  Date  

. .  

of  

Category  

from  class  for  

Table 
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C O W  10. . .09 10 23l10.09 11 22 

.23 Table of Indices - Nursing Service Costs. 

AssociatedCost
Index Price 


Salariesandwages - Meanhourlymeanwagesfornursingpersonnel 
Registered nurses/directors , in Maryland Medicaid nursing home providers
ofeachnursing
reimbursementthe 


Licensed practical nurses Medical Care Programs Annual Wage Survey.

Nurse aides/certified 

medication aides 


Employee benefits 	 Ratio of total benefits to total wages for 

nursingpersonnelfromproviders'desk

reviewed annual cost The
reports.


change in the
proportional ratio is 

converted
to a proportionalchangein 

benefits
taking
by the sum the 


changethe the
proportional in ratio, 

proportional salary index change, and the 

product of the two. 


Supplies CPI-U, medical care component, Baltimore, 

Contracted services from CPI Detailed Report, 16. 

Other 

Adjustments not related to 

specific accounts 


Approval TN 


Supersedes 

-TN No. 



